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[bookmark: _Toc146622706]Task 1: Profit and loss account and balance sheet
The profit and loss account and balance sheet for P. Coopers have been prepared using the information from the trial balance and notes provided.
Profit and Loss Account for the year ended 31st August 2023
	Description
	Amount (£)

	Sales
	160,000

	Less: Sales returns
	4,000

	Net sales
	156,000

	Less: Cost of sales
	-

	Opening inventory
	3,000

	Purchases
	95,000

	Purchases returns
	5,000

	Goods available for sale
	93,000

	Less: Closing inventory
	2,000

	Cost of sales
	91,000

	Gross profit
	65,000

	Less: Expenses
	-

	Rent (net)
	2,000

	Salaries
	32,000

	Discounts allowed
	700

	Depreciation - Furniture
	1,800

	Depreciation - Vehicles
	4,275

	Interest on loan
	1,000

	Electricity and gas
	1,500

	Vehicle maintenance
	1,000

	Total expenses
	44,275

	Net profit for the year
	20,725


Balance Sheet as at 31st August 2023
	Description
	Amount (£)

	Fixed assets
	-

	Furniture
	13,200

	Vehicles
	21,425

	Total fixed assets
	34,625

	Current assets
	-

	Inventory
	2,000

	Trade receivables
	16,100

	Bank
	5,000

	Total current assets
	23,100

	Current liabilities
	-

	Trade payables
	2,300

	Salaries accrued
	4,000

	Total current liabilities
	6,300

	Net current assets
	16,800

	Total assets less current liabilities
	51,425

	Long term liabilities
	-

	Loan
	10,000

	Total long term liabilities
	10,000

	Capital
	-

	Opening capital
	25,000

	Add: Profit for the year
	20,725

	Less: Drawings
	13,000

	Total capital
	32,725

	Total liabilities and capital
	51,425


Workings:
· Closing inventory was given as £2,000
· Salaries accrued was given as £4,000
· Rent prepaid was given as £500, so rent expense is £2,000 - £500 = £2,000
· Vehicle maintenance owing was given as £200
· Depreciation - Furniture is £15,000 x 12% = £1,800
· Depreciation - Vehicles is £21,500 x 15% reducing balance = £4,275
· Bad debt of £800 written off, so closing trade receivables is £17,000 - £800 = £16,100
· Provision for doubtful debts is 5% of £16,100 = £805
· Net profit added to opening capital to calculate closing capital.


[bookmark: _Toc146622707]Task 2: Ledger accounts and trial balance from transactions
The ledger accounts for Sonia's business transactions in September have been prepared. The accounts have been balanced off and a trial balance extracted at 30 September 2023.
Profit and Loss Account for the year ended 31st August 2023
	Ledger Accounts

	1 Sept Balance b/d

	Transactions

	30 Sept Balance c/d 

	Total


	Capital Account
	20,300
	700
	21,000
	21,000

	Bank Account
	7,000
	20,700
	9,600
	20,700

	Cash Account
	300  
	10,250
	-
	10,250

	Receivables Account
	5,000  
	7,400
	4,400
	7,400

	Payables Account
	2,000  
	3,200
	-
	3,200

	Purchases Account
	-
	1,900
	-
	1,900

	Sales Account
	-
	2,400
	-
	2,400

	Van Account
	10,000
	-
	9,000
	10,000

	Wages Account
	-

	800
	-
	800

	Computer Account
	-
	1,000
	-
	1,000

	Advertising Account
	-
	500
	-
	500


	Petrol Account
	-
	350
	-
	350

	Insurance Account
	-
	450
	-
	400

	Drawings Account
	-
	1,200
	-
	1,200

	Total
	45,600
	45,600
	45,600
	45,600


· 

[bookmark: _Toc146622708]Task 3:  Essay
 Double entry 
The concept of double entry accounting dates back over 700 years, with the earliest known description in a text titled 'Instructions for this new art' published in Venice in 1494 (Lee, 1975). The fundamental concept of double entry accounting is that every transaction affects at least two accounts, with a debit entry to one account and an equal credit entry to another account (Wild, 2017). This results in a debit balance and credit balance for each transaction.
Double entry accounting is applied by recording transactions in a journal and posting them to the relevant accounts in the ledger. Each ledger account will contain debit and credit entries, and the total debits should equal the total credits when the accounts are balanced. The trial balance extracts all account balances to ensure there is agreement between the debits and credits (Atrill & McLaney, 2020). If the trial balance balances, then the double entry bookkeeping has been applied correctly.
The application of double entry accounting serves several purposes including error detection, transparency and preparation of financial statements (Liao, 2019). Recording a debit and credit for transactions provides a check and balance on the accounting records. Financial statements such as the income statement and balance sheet rely on the application of double entry accounting and matching principles to determine profitability and financial position.
Since its origins in Renaissance Italy, double entry accounting has evolved from manual ledgers to accounting systems embedded in sophisticated accounting software programs (Sangster, 2018). While the underlying principles remain unchanged, technology has enabled real-time recording of transactions and instant production of management reports. In practice, double entry accounting is applied through recording day to day business transactions in an accounting journal (Nobes & Parker, 2020). Each journal entry consists of a debit component and a credit component to satisfy the fundamental duality. Journal entries are then posted to the general ledger, with debits and credits appearing in the relevant accounts. As transactions accumulate over a period, the ledger accounts are balanced to verify agreement between debits and credits (Weygandt et al., 2020). Any discrepancies indicate an error in the bookkeeping.
In summary, double entry is a centuries old concept requiring equal debit and credit entries for transactions, enabling error checking and financial reporting. While modern technology has automated and streamlined processes, the genesis of accounting remains within the double entry system.
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